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methodsOF PAYMENT OF reasonable COSTS -
INFATENT hospital services- - - I I - -

If an appeal resultsin a change which affects claims already processed, three alternatives 
to implement the changeshall b e  available. 

1. The hospital may electto submit adjustmentsthrough the normal billing process. 
2. 	 The hospital may request an earlyinitial settlement forthe entire hospital. The 

initial settlement will incorporate the appeal decisionin determining the gross 
program liability. Initial settlements are doneonly after the end of a hospital's
fiscalyear end. 

3. 	 The impactof the appeal decision may beincorporated into the hospital's finat 
settlement process. 

V. Medicaid Access to Care Initiative 

The Departmentof Community Health is establishing four specialfunding pools for the nexttwo 
State fiscal years ( W s'03& '04). To keep payments within the Medicaid upper payment limits, 
separate pools will be established forprivately-owned or operated hospitals and non-state 
government-owned or operated hospitals for inpatient hospitalservices. Only hospitals located 
within Michigan, e n r o l l e d  in the Medicaid program, open and admitting Medicaid f e e  for service 
(FFS) and managed care patients10 days prior to a scheduled paymentwill be eligible to 
receive distributions from these pools. 

Allocation of payments from the inpatient hospital pools for fiscal year 2003 will be made based 
on inpatient FFS hospital paid claims for hospital admissions from September 1, 1999to August 
31,2000. (The last year of paid claims data usedto rebase hospitals in FYI02 will b e  used.) 
Allocation of payments for W 0 4will be  made based upon similar data drawn from FY'03 
payments. 

privatelyowned or Operated Inpatient Hospital Pool ($120 million) 
This inpatient pool will be computed based uponthe total number of DRG reimbursed hospitals
and distinct part rehabilitation units. Freestanding rehabilitation hospitals with Medicaid FFS 
payments will participate in this pool, also. 

Hospitals with Medicaid inpatient FFS payments will share proportionately in a p o d  of $120 
million based on each hospital's total Medicaid FFS inpatient payments divided by the total 
Medicaid FFS inpatient payments for all privately-owned and operatedhospitals and units. 

Non-State Government-owned or Operated Inpatient Hospital Pool ($19 million) 

This inpatient pool will be  computed based upon thetotal number of DRG reimbursed hospitals 
and distinct part rehabilitation units. Freestanding rehabilitation hospitals with Medicaid FFS 
payments will participate in this pool. also. 

Hospitals with Medicaid inpatient FFS payments will share proportionately in a pool of $19 
million based on each hospital's total Medicaid FFS inpatient payments divided by the total 
Medicaid FFS inpatient payments forall non-state government-owned or operated hospitals and 
units. 
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At a minimum, agreements must providef o r  appropriately authorized, medically necessary 
inpatient hospital, outpatient hospital, emergency and clinical care arrangedby a physician with 
admitting privilegesto the facility and credentialedby the HMO. 

distributionsfrom the managed care outpatient hospital adjustor pool will be calculated as 
follows: 

Charges are limited to outpatient hospital chargesfor provider types 40, 45, and 75. 

Hospital Charges = Title XIX HMO outpatient hospital charges 
Hospital costs = Hospital Chargesx CC Ratio x Inflation Fador 

hospital Distribution = Hospital's x $8,406,600
1Hospitals' Costs 

title XJX = Medicaid Health Maintenance Organitation 
CC Ratio = hospital outpatient cost- to- charge ratio 

Distributionof funds from all pools will be made priorto September30.2002.Should a hospital 
fail to qualify fora distributionfrom either pool.itsshare will not beredistributed 

E. Medicaid Access to Care Initiative 

The Departmentof Community Healthis establishing four special funding pools Vle next two 
State fiscal years (FYs '03& '04). To keep paymentswithin the Medicaid upper payment limits. 
separate pools will be establishedfor privately-ownedor operated hospitals and non-state 
government-ownedor operated hospitalsfor outpatient hospital services. Only hospitals 
located within Michigan. enrolledin theMedicaidprogram open and treating Medicaid feefor 
service (FFS) and managed care patients10 days priorto a scheduled paymentw i l l  be eligible 
to receive distributionsfrom these pools. 

Allocation ofpaymentsfrom the outpatient hospitalpools for FY'03willbe made based on 
Medicaid FFS outpatient payments reported on hospital Indigent Volume reportsfor hospital 
year endsfrom October 1,1999 to September 30.2000. Allocation of payments forWO4 will 
be made based upon similar data drawn FT03 payments. 

privately-owned orOperated Outpatient Hospital Pool ($35million) 
This outpatient poolw i l l  be computed based upon the total numberof outpatient unitsofDRG 
reimbursed hospitals and outpatient hospital rehabilitation units. 

Hospitals with Medicaid outpatientFFS payments will share proportionately ainpool of $35 
million based on the hospitals by the totaltotal Medicaid FFS outpatient payments divided 
Medicaid FFS outpatient paymentsfor all privately-owned or operated hospitals and units. 

non-state government-owned or Operated Outpatient Hospital Pool ($3.5million) 
This outpatient pool will be computed based upon thetotal number of outpatient unitsof DRG 
reimbursed hospitals and outpatient hospital rehabilitation units. 
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STATE PLAN underTITLE XTX OFTEE SOCIAL SECURITY c r 
State michigan 

POLICY AND method FOR establishingPAYMENTRATES 

Hospitalswith Medicaid outpatientFFS paymentswill share proportionately in a poolof $3.5 
million basedon each hospital's total Medicaid FFS outpatient payments dividedby the t o t a l  
Medicaid FFSoutpatient payments forall non-state governmentowned or operated hospitals 
and units. 

PaymentSchedule 
Payments will be madeonly after the department hasr e c e i v e d  approval for this policyfrom the 
Centers for Medicare 2% MedicaidServices. Once approvalhas been received, the initial 
paymentwill be made within45  days. Subsequent payments willbe made within45 days of the 
beginning of each quarter. The quarterlypaymentswillbe made in four equal installments 
based on the total annualamount each hospitalis eligible to receive. If ahospital closes or is 
determined ineligibleto receivefunds from a pool, its fundswill be redistributed to the remaining 
eligible hospitals based on the original distribution formula.A l l  funds from both outpatient 
hospital poolswill be distributedto eligible hospitals. 
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STATE PLAN &%DERTITLE XIX OF THE SOCIAL security ACT 
Stater michigan 

METHODS OFpayment OF reasonable COSTS 
inpatient hospital SERVICES 

Payment Schedule 
Payments will be made only after the department has receivedapproval for this policy from the 
Centers for Medicare & Medicaid Services. Once approval has been received, the initial 
payment will be made within45 days. Subsequent payments willbe made within 45days oft he  
beginning of each quarter. The quarterly paymentsw i l l  be made in four equal installments 
based on the total annual amount each hospitaliseligible to receive. If a hospital closes or is 
determined ineligible to receive funds froma pool, itsfunds will be redistributed to the remaining 
eligible hospitals basedon the original distribution formula.All funds from both inpatient 
hospital pools will be distributedto eligible hospitals. 
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